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Mro_ 5/TD, telked %o the Committee on one fecet of
tne economic defense espect of our Polish pelicy: the items which formerly
wars denied for strategic ressons end the volume in which these items heve

Present:

M/AG;

 gone to Foland as e reault of the relexstion which began in 1957. He first

revieved Gomulks®s raturn to vower in 1956, the Bungr:rien revolution, the
unrest in the Satellites, and the resultine NSC directive of October 31,
1956, entitled "U.S. Policy Toward Developments in Polend and Hungery.”
This directive stated that,..."our objsctive towsrd the Ezstern Furopean
Satellite area hess been to encourcge 28 a first step towerd eventusl full
national freedom, the emsrgencea of ‘national’ communist government." One
of the courses of sction was..."to reorient Polish trzde towsrd the west
and urge countries of Western Europe to do likewise,* In 1957 Poland wes
removed from the 1ist of unfrisndly countries for economic Aefense purvo=es,
The U.5. gave Poland losns of several hunireds of milljons of dollars and
together with COCOM enruntries storted granting exceptions for shivment of
strategic items; Each case is trezted on its own meriss, It h=s to be
"reasonnoble and necessary to the civilian economy of Poland,® Guarantees
are given azeinst trensshipment to other Bloc countries,

we . ] 237 thet the volume of business zdnersted by relexetion
on shi)ments of Rtrrtexlc items hes been rolatively emall, elthongh the
percentage gein was large--~since 1tems hnd been zlmost wholly denied to
Polsnd formerly., In 1956 the volume of 1L.I licenses {excevtions) from
COCOM was about $600,000, while the IL-1I licenses, mrinly for generators

" and beerings, wers around $500,000. The data on sctual volume of deliveries

for 1957 end 1958 are not setisfactory, but such as ars cvalleble indicete
thet embargoed items licenced in 1957 zAE, L, apnd Il=l)'amounted to =bout

$18-20 million, 2nd in 1958 (to November) to $8 million. For the U.S., the

deta for the first three gusrters of 1958 indicate licensing smounting to
sbout $4.3 million, About $2-3 million of exceptions reguests have deen
denied, (Poland's total imports in 1957 emounted to $1,25 billion, of which
$760 million came from the East end $490 million from the West.) The items
Polend has wanted are alrereft end lending equivment therefor, metals,
bearinss, mschine tools, and electronic equipment,
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The volume of intslligence suvnort required by this program has been
fairly lerge, The justifiestion oresented for each exception has to be ¢:re.=
fully verified in order to deternine if it is necessary and reascnsble for
Poland’s civilian economy; the activity of the end user has to be checked
and the present production end evailability ia the Bloo snd in Poland consid-

25X1A9a ered, Mr., NI ccve some specific cases which hed troubled the intelligencs

community. From an enforcement voint of view, no viclations of the spgresment
by Polend on transshipments or diversions of items obteined under exceptions
heve been discovered., Elaborate requirements on this subject have been
prevared,

Although the volume of trade resulting from the relexction hrs been
very emall, the net effect has been to 2id re-orientation of trede towerd
the West, Treds in nonstrategic items hzs increased somewhet, particularly
with the U.S., since ws have granted losne for sale of #gricultursl oroducts,
in 1954 about 70 percent of Poland®s trode wes with thie Bloc; im 1957 sbout
59 percent; in 1958 (plan) 56 percent,

25X1A9a Mr‘,— QCI, then reviewed Gomulke's preasent stitus and

she politicel climate in Poland, He said Gomulke is still walking a tight-
rops, both in relation to the USSR end the West and in his internsl varty
probleme, Wnile he now is 2t his strongest peint since his miturn to power
two yesrs ago, he 8till does not have full control over the verty through
which he must rale. He has placed his men in the top party poste in all
$he voivodships, but below thie level,6 most of the perty functionsries

are holdovere from the Beirut regime and huve little sympathy for Gomulka
or his program,

With regerd to Gomulka®s visit to Moscow in October end November, he
said that Gomulke’s statementz during that visit tend to convey the
impression theat he and Krushchev reached complete understending on ell
problemes, FKowever, we have no indicetion that Gomulke agreed to or has any
intention of chenging any of the fundemental nsnects of his internel orogram.
Gonulke is 2aid to have remarked vzrior $to the trip thet i-s orimary ourvoes
was to alley Soviet zuspicionms,

While the Poles will accept Soviet aid, they will not seek to chenge
policy regarding aid aznd trade with the West, This policy of coatinuing
contacts with the Wast is s fundamental part of Polish policy, despite the
frct that no Polish leader con say so publicly, least of 211 when he is in
the Soviet Union, An important consideration in our thinking on the matter
is that we need to koep s window open into the Bloc, and Wursaw is by far
the best place to do it. Wareaw is also very much interested in keeving
open a window to the West, even though the Poles cannot say so.
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He said it is important thet the Polish veople know where the

goods we ship to Poland come from, in contrzst to the situation in other
countries, Our aid has helped individual Poles-—-who will remember it,
Our cultural exchsnge program with Poland is working well and epperently
to our matual adventags, Ending or curteiling our economic relations
would place the cultvral exchsnge progrem in a disadvantegeous vosition,
1t sesms important to continue and expand trede with Polend for these
political reasons, as well as for economic reasons, For one thing, only
trade will enable Poland to pay off the present loan. Too, the cultural
prozrems conducted by the Ford and Rockefaller Foundstions 2t no cost to
the U.5. government are going quite will and would be adversely affected
by & stiffeninz in relations in the economic field,

The benefite of continuing aid to znd trzde with Polend are likely
$0 be long~-range, rather than immediste, We should realize that we are
not going to dresk Poland avay from the Soviet Bloc by our little bit
of 2id, However, meny peonle now at medium levels of party and government
who may be in higher vpositions later msy be influenced to & significant
degree by what we do now, The matter should de locked at &3 an invesiment
which mey pay off in the future., In any case, if we slam the window in
their feces thare is only one plece for them to fo. <he more understending
of the West we cen develor behind the Iron Curtein the better off we will de.

25X1A9a On Hovenber 26, Hr. N 5/ 77, will talk to the
Committeo on Soviet 2id to the Sutellites, The meeting will be
held st 1330 in Room 1121 M Building, '

25X1A9%9a

Secretary
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